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ZIMBABWE: KEY ECONOMIC INDICATORS 


Money values converted into US$ millions at Z$1 = US$1.44 


INCOME, PRODUCTION, EMPLOYMENT 


Gross National Product (GNP) at 
Current Prices 

GNP at Constant 1969 Prices 

Per Capita GNP, Current Prices 

Population - 000 

Gross Fixed Capital Formation 

Indices (1964 = 100) 
Gross Output of Commercial Farms 
Volume of Mineral Production 
Volume of Manufacturing Production 

Employment (excluding traditional 
agriculture) - 000 


GOVERNMENT FINANCE, MONEY, PRICES 


Expenditure (including repayment of 
borrowing) 
Revenue (including aid grants) 
Money Supply (M1) 
Money Supply (M2) 
Indices (1964 = 100) 
Retail Trade 
Consumer Price 
Interest Rate (minimum overdraft) 


BALANCE OF PAYMENTS AND TRADE 


Gold and Foreign Exchange Reserves 
Of which held by Reserve Bank 
External Government Debt 
Exports FOR 
to U.S. 
Imports, FOB 
from U.S. 
Balance on Current Account 
Balance on Capital Account 


NOTES: Most 1982 figures are estimates. 


299 
245 
597 
1338 


298 NA we 
238 262 10 
740 1152 56 
1443 1414 -2 
101 98 -3 
1526 1648 8 
140 31 
-632 -720 14 
+192 NA oni 


1215 
- 107 


-219 
-63 


Figures on government expenditure 


and revenue are based on the fiscal year beginning July 1. 





SUMMARY 

Zimbabwe is facing hard times after undergoing a brisk post-war 
recovery. Depressed export markets and heated domestic demand 
have strained the balance of payments position and fueled infla- 
tionary pressures. Real growth was around 2 percent in 1982 and 
is expected to drop further in 1983. Nevertheless, with one of 
Africa's strongest and most diversified economies, Zimbabwe is in 
a good position to take advantage of any recovery in world growth.. 


Zimbabwe's black leadership under Prime Minister Robert Mugabe 
has moved cautiously to redirect the course of the largely white- 
run economy it inherited at independence in April 1980. Committed 
to a socialist ideology, it continues to rely on a vigorous mixed 
economy with private industry and farms working alongside an 
expanding public sector. Plans call for more state participation 
but not for wholesale nationalization. While the development pro- 
gram has ambitious goals for improving the lot of the subsistence 
farmer’ and low-paid worker, harsher financial realities prompted 
the Zimbabwe Government to turn to the IMF for assistance and to 
adopt a series of stringent adjustment measures. 


The United States has an important role to play in Zimbabwe's 
development not only as an aid donor but also as a trade and 
investment partner. Barred for years from international trade 
under United Nations sanctions, Zimbabwe needs foreign capital, 
technology, and equipment to rehabilitate its industry and 
infrastructure. Balance of payments constraints will limit trade 
opportunities over the next year. U.S. suppliers are also up 
against stiff competition from European and Japanese firms, many 
of which are supported by official aid and export credits. The 
bulk of the funds the United States has committed in aid in 1983 
will go to purchase U.S. capital equipment and industrial raw 
materials. While Zimbabwe offers many opportunities for invest- 
ment and licensing, its investment policy provides an official 
welcome but few tangible incentives for joint venture capital. 


‘CURRENT ECONOMIC SITUATION AND TRENDS 


The Lancaster House Agreement of December 1979 that ended the 
long and debilitating war for Zimbabwe's independence also sig- 
naled a revival in its economic fortunes. In 1980, the return 
of peace to the countryside, the lifting of international trade 
sanctions, a surge in consumer demand for manufactured goods, 
high gold prices, and a better-than-expected harvest spurred real 
growth to more than 15 percent. While transport bottlenecks and 
weakening mineral prices in 1981 led to a serious imbalance in 
the external accounts, agriculture had its best harvest in years 
and helped sustain a rate of real growth of 13 percent. Despite 
accelerating inflation, the upsurge in economic activity boosted 
employment and supported the Government's efforts to make good on 
the promises of independence. 
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In 1982, the world recession caught up with Zimbabwe. Per capita 
sincome suffered a decline as consumer prices rose nearly 18 
percent. With just over one million formally employed, new job 
openings failed to keep pace with the rapidly expanding number of 
job seekers. Growth in retail sales leveled off and the value of 
new building permits dropped from the year before. 


Each of the main productive sectors encountered difficulties: 


Mining fell victim to depressed world markets. In a good year 
accounting for a large share of Zimbabwe's export earnings, the 
mining industry is an important producer of gold, ferrochrome, 
asbestos and dozens of other minerals. Production in both volume 
and value in 1982 stagnated near 1981's disappointing levels. 

One of the country's largest nickel producers, Rio Tinto's 
Empress Mine, was forced to close. Even with government offers 
of financial help, many other mines were forced to lay off staff 
and curtail operations. 


Manufacturing fared no better. Producing enough processed foods 
and consumer goods to meet most domestic needs and accounting for 
over a quarter of economic output, Zimbabwe's factories were 
forced to reduce production. Cuts in import allocations for 
machinery and raw materials were largely responsible, but slack- 
ening consumer demand and high exchange rates also contributed. 


Only agriculture held its own. Backed by profitable, government- 


guaranteed prices and an efficient marketing network, the large 
commercial estates continued to supply the bulk of sales but 
thousands of small-scale African farmers also expanded their 
deliveries of cash crops. In a region where many countries cannot 
feed themselves, Zimbabwe remains self-sufficient in most food 
production and an exporter of many agricultural products. 


Poor rains kept 1982's deliveries of corn, the African staple, 
down from 1981's record harvest, but production was still more 
than ample to meet consumption needs. Harare's tobacco auctions 
had another profitable year. Healthy demand for quality leaf in 
world markets and increased production made tobacco Zimbabwe's 
Main cash crop and second only to gold as an export earner. A 
drought in the main livestock areas forced ranchers to bring more 
cattle to market. This helped offset the decline in production 
or sales of cotton, sugar, corn, and other crops, but was a set- 
back to efforts to rebuild already depleted herds. 


The outlook through 1983 is mixed but overall not encouraging. 
Falling interest rates and oil prices, together with good prices 
for gold, tobacco, and certain minerals may help ease the strains 
in Zimbabwe's external accounts. More realistic exchange rates 
have given the ailing mining industry a reprieve, but lasting 
recovery awaits a convincing turnaround in world demand. Although 
export prospects for manufacturing have improved, cutbacks in 
essential imports are expected to lower output further. A 

drought early in 1983's growing season at first raised fears of 

a much poorer harvest. While the corn crop has been affected and 
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cattle slaughterings will have to go up again, it appears that 
tobacco, cotton, and other export crops have pulled through 
largely unscathed. The most optimistic projections foresee 
‘overall growth less inflation in 1983 as marginally positive but 
others anticipate a decline. 


Recent events have brought home the vulnerability of Zimbabwe's 
vital transport links through South Africa and Mozambique and 
its access to supplies of liquid fuels. A pipeline from the 
Mozambique port of Beira began pumping in 1982, but was subject 
to repeated acts of sabotage. The destruction of the depots 
containing petroleum products destined for Zimbabwe in December 
caused severe fuel shortages. To improve the internal transport 
network, 60 locomotives were purchased in 1981 and a project to 
electrify the railroad is underway. To reduce dependence on 
energy imports, a plant to process ethanol from local sugar cane 
for blending with gasoline has been built and a proposal for 
another is under study. Work is also moving ahead on the expan- 
Sion of the coal mine and thermal-generating units at Hwange. 
The Kariba hydroelectric dam on the Zambezi River now meets most 
of Zimbabwe's growing power requirements. 


POLICY AND PUBLIC FINANCE: IMPLEMENTING MUGABE'S SOCIALISM: The 
white settlers who founded "Rhodesia" nearly a century ago also 
laid the basis for a modern, productive economy. This legacy 

rests on a sound infrastructure and produces most of the country's 
wealth. This nevertheless is a First World economy in what remains 
a Third World developing country. The African majority depends 

for its livelihood either on subsistence farming in the rural 

areas or on jobs on the commercial farms or in the white-run 
factories and mines. 


This is the economic pattern Zimbabwe's leadership inherited and 
is bent on reforming. Its policies are geared to meeting high 
popular expectations for better incomes and services while also 
recognizing the risks of overburdening the capacity of the wealth- 
creating economy to generate the resources for development. The 
goals are outlined in the three-year plan issued late in 1982. 

The emphasis is on employment-generating growth as well as on more 
equitable land and income distribution, more state participation. 
in private industry, and wider social services. Nearly $2.0 
billion in aid pledges was raised at a donors’ conference in 
March 1981 to assist in meeting the plan's highly ambitious finan- 
cial targets. 


Some 5,000 white farmers own almost half of the land--the most 
fertile in the .country--while white wage earners are estimated 
to earn more than ten times the salaries of African employees.. 
To redress these imbalances, the Zimbabwe Government is embarked 
on a far-reaching plan to buy unused commercial land at fair 
market value and redistribute it to 162,000 African families. 
Delays in planning and installing basic services have slowed the 
resettlement program. More than 21,000 growers have received 
land for new farms so far. Government policies have also sought 
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to narrow the wage gap. Introduced in 1980, minimum wages were 

‘raised sharply in January 1982 and a freeze on increases in high 
salaries was imposed. Since then, more stringent price controls 
have been introduced to protect the real earnings of the poor. 


With two thirds of the country's capital stock estimated to be 
foreign owned, the Zimbabwe Government has sought to enlarge its 
share of the productive assets now held by private interests. 
While rejecting forced nationalization, it has purchased con- 
trolling interests in a large pharmaceutical company and in two 
banks. It has also entered as a minority shareholder into a food 
processing venture with the U.S.-based H.J. Heinz Company. Although 
the Government has announced its intention to participate in new 
mining or energy projects, its only new investment to date has 
been in putting up the additional capital required for the expan- 
sion of Anglo American's coal mine. Its plans for the mining 
industry have been directed more toward asserting marketing 
control. A Mineral Marketing Corporation was created to handle 
all overseas sales and began limited operations in March. Despite 
these moves to lessen the hold of outside capital, policy guide- 
lines have been issued outlining the terms for foreign investment 
and offering ‘a qualified welcome to joint ventures in new labor- 
intensive, export-oriented industries. 


The government budget reflects the priority on extending social 
services. The cost of maintaining a large standing army took the 
largest share of the budget at independence. Since then, spending 
on defense has gone up only 25 percent while spending on health 

and roads has more than doubled and on education and water supplies 
more than tripled. As a result, more than one million more children 
are now in school. Ambitious projects are underway to build new 
health clinics, secondary roads, marketing depots, and water wells 
in the underdeveloped countryside. 


... WHILE FACING HARD REALITIES: These efforts to expand social 
Spending and alter the skewed patterns of ownership and incomes 
have not been without costs. As the world recession deepened in 
1982, domestic spending outstripped productive capacity and the 
country's financial position worsened. Toward the end of the 
year, the economic planners had to face the consequences of severe 
deficits in the balance of payments and the government budget. 


1981 ended with the country's first trade deficit in years, leaving 
a serious current account shortfall. The situation deteriorated 
in 1982. In the first nine months of the year, export earnings 
fell and the trade deficit was over three times the amount in the 
corresponding period the year before. Aid disbursements covered 
some of the costs of imports and sizeable gold and tobacco exports 
late in 1982 helped trim the deficit. Costly short-term borrowing 
was nevertheless required to cover the foreign exchange outflows 
and keep official reserves at a level adequate to pay for two 
months of imports. Zimbabwe now faces heavy short-term debt 
servicing requirements. 
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Despite plans for sharply increased public spending in its first 
two budgets, the Zimbabwe Government was able each year to reduce 
the deficit as a percentage of economic output. Tax revenues were 
more buoyant than expected and the skilled personnel and admini- 
strative capacity needed to carry out all the investment projects 
were not available. The budget proposed for 1982/83 was again 
highly expansionary despite the marked slowing in the economy. 
Total outlays were estimated to exceed revenues and aid receipts 
by 30 percent. As efforts to borrow abroad became increasingly 
difficult and reserves were run down, the financial authorities 
were forced to turn more to domestic banks to finance the deficit. 
This threatened to lead to more rapid money supply growth and add 
to inflationary pressures. 


Late in 1982, the Zimbabwe Government acted to correct these finan- 
cial imbalances and protect the viability of the main productive 
sectors. A series of belt-tightening reforms were introduced: 


The Zimbabwe dollar was devalued by 20 percent and has been 
allowed to drop further. 


t 
Import allocations and travel allowances were cut back 
sharply. 


finimum wages were frozen at least until mid-1983. 


Food subsidies were trimmed or eliminated and food prices 
were increased. 


-- A decision was made to reduce spending in the 1982/83 budget. 
On the basis of this adjustment program, negotiations were resumed 


with the IMF and were expected to lead to an agreement for balance 
of payments assistance. , 


IMPLICATIONS FOR THE UNITED STATES 


The United States is one of Zimbabwe's largest aid donors. More 
than $160 million has been committed since independence to assist 
in efforts at reconstruction, rural development, balance of pay- 
ments support, low cost housing, and manpower training. The 
United States also has an important role as a trade and investment 
partner. U.S. industry has the capital, expertise, and equipment 
Zimbabwe needs to sustain its development. 


The United States already accounts for a large share of Zimbabwe's 
trade. According to local trade -statistics, the U.S. sold Zimbabwe 
around $110 million in goods in the first. nine months of 1982 and 
was the third largest supplier after South Africa and the United 
Kingdom. Principal sales included tractors, earthmovers, yarn, 
chemicals, and locomotives. U.S. investment is also well established. 
Estimates put the U.S. share of total foreign capital at close to 
20 percent, trailing investments by the United Kingdom and South 
Africa. Union Carbide, with its stake in chrome mining and 
smelting, is the largest U.S. investor, but other companies have 
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commitments in oil distribution, food processing, and pharmaceu- 
.tical and household goods manufacturing. 


Despite the severe financial constraints on trade over the next 
year, Zimbabwe represents one of Africa's most promising markets. 
It has immense requirements for capital equipment. Large public 
sector investments are planned to revamp its power, transport, 
and communications networks. Preliminary estimates put spending 
over the next three years at nearly $1.5 billion on major infra- 
structure projects, including the Hwange coal-fired power station, 
an earth satellite station, airport improvements, and farm mar- 
keting. systems. The manufacturing and construction industries 
are also in need of upgrading their aging capital plant. Oppor- 
tunities are promising for the supply of agricultural machinery, 
earthmovers, computers, and peripherals, well-drilling tools, 
mining equipment, graphic arts equipment, machine tools, steel 
mill equipment, and machinery and certain raw materials for 
making textiles, plastics, pharmaceuticals, chemicals, packaging 
materials, and processed foods. 


Availability of foreign exchange to pay for imports is the over- 
riding constraint on Zimbabwe's trade prospects and industrial 
growth. During the years under sanctions, the financial authori- 
ties kept a tight rein on the country's use of its scarce hard 
currency reserves. These controls remain in effect. Import 
licenses are authorized only for industrial and infrastructure 


prejects. To receive a permit to purchase abroad, private sector 
importers must show that it will result in foreign exchange 
earnings or savings. Imports of food and consumer goods are 
permitted only in negligible quantities. 


To loosen the bottleneck on expansion imposed by the tight balance 
of payments position, Zimbabwe has welcomed offers of highly 
attractive export financing from its major aid donors. Backed by 
soft loans and subsidized trade credits, U.K., French, and other 
suppliers have won contracts for electrification of the railroad, 
expansion of the public broadcasting system, a microwave telephone 
exchange, and other major projects. 


The Ynited States has geared its aid program to help make U.S. 
Capital equipment available to support Zimbabwe's infrastructure 
development and its manufacturing industries and commercial 
agriculture. In 1982, $50 million was channeled through a 
Commodity Import Program, a scheme to make foreign exchange avail- 
able for purchases of essential machinery and raw materials. 
Zimbabwe's import officials allocated licenses to importers of 

U.S. goods. Payments by the buyers in local currency were in turn 
set aside to cover the costs of reconstruction and other development 
projects. Additional funds for this program will be available in 1983. 


Zimbabwe's lively consumer market, central location in southern 
Africa, and mineral riches give it advantages as a site for 

investment. In a country with such a developed and resourceful 
manufacturing sector, licensing opportunities also abound. The 
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Government's approach to foreign investment has been to welcome 
joint ventures but provide few incentives to encourage them. 

Its rules on remittances are clearly defined: the initial invest- 
ment can be repatriated after two years and haif of after-tax 
profits less a 20 percent withholding tax can be sent abroad. 

No requirements on local participation are in place, though 

joint ventures are encouraged and the Government reserves the 
option of taking part in new investments in such major industries 
as mining and energy. 


Investors and exporters with a serious interest in Zimbabwe should 
not be put off by some of the current negatives. The gestation 
period for expansion plans often will cover several years, and 
buyer education should be initiated early in the process before 
specifications favoring competitive equipment are locked in. Simi- 
larly, good agency relationships take time to build. Exporters who 
wait for the foreign exchange situation to normalize in anticipation 
of large orders may well find most of the qualified agents already 
committed to competitive suppliers from Europe or Asia. Some 
patience is called for. Because of the way the foreign exchange 
allocation system works, several qu&rterly periods usually will 
pass before an importer can get plugged into an allocation for a 
new line. For the next year or two, the Commodity Import Program 
offers a possible alternative channel to opening new supplier- 
distributor relationships in those lines of equipment and raw 
materials with high priority in Zimbabwean development plans. 


An on-the-scene visit and face-to-face talks with potential cus- 
tomers and prospective distributors remain the single most effective 
means of gathering market intelligence. Country-wide trade events 
such as the Zimbabwe International Trade Fair, held annually in 

late April/early May in Bulawayo, or the Annual Harare Show in 

late August/early September offer ready-made opportunities for 
meeting Zimbabwean businessmen, reviewing competitive activity, 

or testing market receptivity for new product offerings. The 
United States has participated officially in the Bulawayo Trade 
Fair for the past four years and will probably do so again in 1983. 


In coming months the U.S. Department of Commerce has scheduled a 
trade mission to Zimbabwe for 

Business Equipment (February 1984). A U.S. 
Government: sponsored trade mission is a proven door opener, and 
manufacturers and exporters in the lines mentioned are encouraged 
to contact the Commerce District Office to request an invitation and 
full background information. 





WHO, ME? EXPORT? 


YES, YOU! 


You don’t have to be a big corporation to sell your 
products overseas. If you’ve been successful in 
the domestic market, chances are good you could 
do well in the world markets—and reap the profits. 


BUT HOW DO | START? 


That’s a good question. We have a 

handy, step-by-step guide book with the 

answers. Just send us the coupon below, 
and we’ll show you how to begin. 


WHY DOES THE GOVERNMENT 
WANT TO HELP ME? 


Exporting means greater profits and 
increased company growth for American 
businesses—your business. It also 
creates jobs for Americans, contributes 
to a healthier economy, and strengthens 
our international trade position. 
Exporting is not only good for you—it’s 
good for. America. 


SEND FOR YOUR COPY OF 
A BASIC GUIDE 
TO EXPORTING TODAY! 


U.S. DEPARTMENT OF COMMERCE 
INTERNATIONAL TRADE 
ADMINISTRATION 


ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Send _____ copies of A BASIC GUIDE TO 
EXPORTING at $6.50 

SN 003-009-00349-1 

Enclosed is $ ___ 0) check, 

O money order, or charge to my 

Deposit Account No. 


S22e86n.8 


a 


i 


Name—First, Last 
ompany name or additional address line 
treet address 
ity State 


(or Country) 


PLEASE PRINT OR TYPE 


Credit Cards Orders Only 
Total charges $ 


Credit 
Card No. 


Fill in the boxes below. 


Expiration Date Clo 


Month/Year For Office Use Only 


Quantity Charges 
Enclosed 
To be mailed 
Subscriptions 
Postage... ; 
Foreign handling ........... 
MMOB 
OPNR 
ZIP Code = 
UPNS 
Discount 
Refund 





GUIDE FOR EXPORTERS 


A Basic Guide to Exporting, a publication of 


the U.S. Department of Commerce, takes you through the steps involved in 
establishing a successful export business. This book helps you to assess your company’s 
export potential and then helps you get started toward overseas sales. Some 

of the key topics covered are: 


¢ where to get expert counseling on overseas markets, 
¢ developing an export marketing strategy, 
¢ pros and cons of having an agent handle your exporting, 


¢ packing and shipping your product overseas, 


* negotiating contracts with foreign firms and collecting payment, 


¢ government regulations and tax incentives that might affect your exporting, 
and, 


¢ both private and government financial assistance. 


e 
The Guide also has helpful information for business executives traveling 
abroad, gives some insight on the art of advertising your product overseas, and 
discusses the pros and cons of licensing foreign firms to manufacture your 
product. In addition, listings of Commerce offices both here and abroad, an 
export glossary, a directory of Small Business Administration field offices, and 
a bibliography of export publications round out A Basic Guide to Exporting. 


Hurry and place your order now. Help your company get started toward 
successful export marketing! 


* U.S. GOVERNMENT PRINTING OFFICE: 1983-381-007:513 





f ; 
Confused about Export The Eaport Acrisraton Regulations, 
e s “ 9 es a ee a 
.S. products, 
Licensing Requirements‘ eee ree 
requirements: 


e When is an export license necessary? 
e When is it not necessary? 
e How do | obtain an export license? 
7] = e What Policies are followed in consider- 
ie FUT oat ing license applications? 
e How do | know when the policies 
change? 
e Are there restrictions on exports to cer- 
tain countries? 
a Vend Bl =D fad Pope e Are restrictive trade practices and boy- 
cotts prohibited? 
e Do! need a license to ship technical 
data? 
e Where can | obtain help? 


At no additional cost, subscribers receive 
supplementary Export Administration Bul- 
letins which explain recent policy changes 
and provide replacement pages to keep 
your set of regulations up-to-date. 


Use the order blank below to begin your 
subscription to the Export Administration 
Regulations. 
SUBSCRIPTION RATES 


in the United States $105.00 
To foreign countries $131.25 


All Bulletins sent first class to both 
foreign and domestic addresses. Air- 
mail service not available. 


ELLE ILE TDL ILI ILE TENET NETL ALLE ATES OEE A PLIES MES ELIEIL RMB AED SEA PPA IE EEL ILE TLE ALONE DALE LEG. CALE ALE EIST ICR TEYE Ns SE LIER CLR OE AED ARTS SAE ANE LE LORE 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 


Enclosed is $__.___ 00 check, ‘ 
C money order, or charge to my Total charges $_______ Fill in the boxes below. 


Deposit Account No. Credit 


Coo Gedo. CLITTITITITITTIT 
Expiration Date 
| Month/Year cit ey 


Please send me___set(s) of the U.S. Department of Commerce Export Administration Regulations and 
supplementary Export Administration Bulletins for the publication period beginning October 1, 1982. 


Name—First, Last 


sae name or shells dade line 


treet address 


Petit iititiiiiiiyy Ley Ley 
PEI TAPI PAI IILIILINI III Iti iit 


PLEASE PRINT OR TYPE 





ye 


